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ECONOMIC TRENDS REPORT 


Exchange rates employed: 1972 $1 US = 250 francs CFA 
1973 $1 US = 220 francs CFA 
1974 $1 US = 240 francs CFA 
1975 $1 US = 220 francs CFA 


Summary 


With over 90% of its work force engaged in agriculture, Chad continues 
to be very dependent on the weather. Heavy rains in 1975 permitted con- 
tinuing recovery from the damaging drought of the early 1970's. The 
nation welcomed CONOCO's discovery of oil in late 1974, although further 
exploration has yet to tap a commercially exploitable field. A new and 
energetic government raised hopes for better economic planning. 


Chad's always precarious financial condition continued in 1975. The 1975 
government budget increased somewhat over the previous year, however, 
and taxes remained high. The worsening balance-of-payments deficit was 
covered by aid from abroad, especially from the International Monetary 
Fund and France. Other donors, including the United States and interna- 
tional organizations, also provided resources for development and emer- 
gency relief. 


Agricultural production rose moderately in 1974, with the exception of 
gum arabic. Two major crops, millet and peanuts, continued to be 
consumed mostly locally, outside the cash market. Good rains allowed 
some recovery of drought-reduced cattle herds. Cotton remained Chad's 
most important earner of foreign exchange. 


The country's small industrial sector showed gains in some areas in 
1974, notably in cotton textiles. Construction of a new mosque and 
Islamic Center continued in N'Djamena. Chadian economic development 
remained impaired by inadequate transportation and communications. 


Chad's exports increased substantially in the first half of 1975, yielding 

a reduced balance-of-payments deficit. Exports to and imports from the 
United States showed large proportional gains, though this trade remained 
a minor fraction of Chad's commerce and an insignificant part of American 
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trade. Chadian imports from the United States may have exceeded $9 
million in 1974, including drought relief and other aid; American pene- 
tration of Chadian markets is limited by a tariff system giving prefer- 
ence to some imports from the European Common Market, by European 
ownership of the major importing companies, and by consumption 
patterns oriented toward French products. The Chadian government 
seeks to promote direct foreign investment through tax and customs 
benefits. 


KEY ECONOMIC INDICATORS 


All figures are in thousands of US $ unless otherwise noted. 
Figures in tons are in metric tons, 


1972 1973 1974 


Proposed ordinary 57, 236 77, 355 82, 917 
budget expenditures 


Money supply 37, 200 41, 800 47, 875% 
(end of year) 


Domestic credit 47,240 64, 400 60, 167% 
outstanding 
(end of year) 


Consumer price index 
(average for year) 
(Jan. 1964 = 100) 


Net foreign assets -5,680 
(end of year) 


Balance of payments -53, 214 
on goods & services 


Net monetary payments -12, 845 
in balance of payments 





8. Agriculture and Livestock 
Production 


Unginned cotton pro- 
duction (1, 000 tons) 


Ginned cotton produc- 
tion (1, 000 tons) 


Animals slaughtered 
N'Djamena and Sarh 
(1, 000 tons) 


Gum Arabic exports 
(tons) 


9. Industrial Production 


Cotton textiles 


(million meters) 


Bicycles & motorbikes 
(thousands) 


Radios (thousands) 
Beer (million liters) 


Cigarettes (million 
packets) 


Electric power 
(million kwh. ) 





10. Foreign Trade (by areas) 


a. total exports (FOB 
port of embarkation) 24, 608*** 


to Western Hemisphere 29 19** * 
to Africa 8, 312 3, 675 %*%*% 
to Europe 896 1, O88*** 


to undetermined destina- 24,220 18, 758%**x 
tions 


total imports (CIF)</ 61,904 40, 317*#* 


from USA 1, 968 4, 783%%% 
from Africa 16, 332 8, 771*** 


from Europe 38, 780 24, 563%%** 
of which France 29, 888 17, 475 *** 


trade balance -25,792 -15, 708%** 
% of imports covered 58 6 LK 


ll. Foreign trade (selected 
commodities) 


Ginned cotton exports 
quantity (1, 000 tons) 
value 


Meat exports 
quantity (1, 000 tons) 
value 





ll. Foreign trade (selected 
commodities) cont. 


Leather & skin exports 
quantity (1,000 tons) 
value 


Natron exports 
quantity (1,000 tons) 
value 


Petroleum product 
imports 

quantity (1,000 tons) 
value 


Sugar imports 
quantity (1,000 tons) 
value 


Textile product im- 
ports 

quantity (1,000 tons) 
value 


12. Airfreight 


Incoming, N'Djamena 
(tons) 
Incoming, Chad (tons) 


Outgoing, N'Djamena 
(tons) 
Outgoing, Chad (tons) 


End of third quarter 
Estimated from part-year figures 
First half of year only 


1/ Not Available 
2/ Includes goods received gratis from aid donors. 


ale ww, 
30% 





CURRENT ECONOMIC SITUATION AND TRENDS 


Budget and Finance 


The 1975 government budget increased about $10 million to something 
over $90 million ($1 = 220 francs CFA), according to partial figures. 
Thus, the trend of rising public expenditures continues, despite the 
large foreign trade deficit. Customs and excise tax receipts are the 
government's principal sources of income, but high tax rates have 
encouraged smuggling. The government has sought in recent years 

to reduce selected rates to discourage violations, but tariffs remain 
high. Fees for passports, visas, and photography and driving permits 
continue to be high. 


Balance of Payments 


Balance-of-payments statistics have not yet been published for 1974. 
An improving trade balance in the first half of the year may indicate a 
decrease in the deficit in balance of payments on goods and services. 
The long-term prospects, however, are clouded by the continuing high 
cost of petroleum imports and by Chad's heavy dependence on cotton 
exports for foreign exchange. For the foreseeable future, Chad will 
continue to need foreign subsidies to cover its balance-of-payments 
deficits. 


Foreign Assistance 


As one of the world's least-developed countries, Chad has relied heavily 
on foreign assistance. France, the former colonial power, still has 
strong cultural and commercial ties to Chad, and provides significant 
amounts of aid. In addition to budgetary support and assistance to 
Chadian financial institutions, France was administering development 
aid programs totaling some $8 million during calendar 1974, mostly in 
the areas of agricultural development, education, and public health. In 
May, 1975, $2.6 million in French aid was announced for stockraising 
and education. 


Other national and international programs have provided aid to Chad in 
recent years, especially in response to the Sahelian drought. The 
United Nations Development Program and other UN agencies are currently 
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conducting a five-year $27 million aid plan. The European Development 
Fund announced in June, 1975, a grant of $12.9 million to improve the 
N'Djamena water supply, and a $1.6 million program of hospital renova- 
tion. 


On a bilateral basis the United States provided Chad 3,000 tons of drought 
relief grain in 1973 and another 12,000 tons in 1974. In fiscal 1975 the 
U. S. Agency for International Development provided $1.5 million for 
Sahel relief and rehabilitation, $1. 215 million for a range and livestock 
development program, and $353,000 for protection of the current grain 
crop. Through the Lake Chad Basin Commission the United States is 
making available to Chad and the other Commission members funds for 
surveys for the development of roads, telecommunications, and cattle 
production and marketing. Other nations, including the Soviet Union, 
the People's Republic of China, Saudi Arabia, Libya, and several 
international organizations are also providing assistance to Chad. 


Agriculture 


Much Chadian agriculture is subsistence in nature and does not produce 
for the market economy. The government has tried to encourage expan - 


sion of cotton and livestock production because these exports earn most 
of Chad's foreign exchange. The land area planted in cotton is roughly 
300,000 hectares. Improving climatic conditions and a productivity 
campaign by the former Tombalbaye government contributed to an 
increase in the cotton harvest from 115, 000 tons in 1974 to over 140, 000 
tons in 1975. COTONTCHAD, the government-controlled ginning and 
marketing organization, raised the price paid to producers from 14 US 
cents per kilogram in 1973-74 to 17 cents per kilo in 1974-75. This 
income makes the cotton farmers, concentrated in the far south of 

Chad, the most prosperous part of the rural population. Livestock 
production was significantly damaged in 1972-74 by the severe drought 
conditions throughout the cattle-raising areas of central Chad: the herds 
were forced to make unusually long migrations for food and water. Cattle 
losses are officially estimated at 95% in Kanem prefecture, 60% in north- 
ern Batha, 60% in Biltine, 45% in Ouaddai, 35% in Guera, and 55% for 
Chad as a whole. It will take many good years to rebuild the herds and 
to restore overused pasture and trail areas. The rains of the last two 
years are helping, but even in good years there are serious problems. 
The long dry season brings a high mortality rate among cattle and re- 
duces the meat production per animal. Parasitism and malnutrition 

take a heavy toll among the young cattle. 





Pg 9 


Despite these problems, the production of the modern slaughterhouses 
at N'Djamena and Sarh increased in 1974 to exceed the level of 1972, 
though not that of 1971. These figures do not accurately reflect the 
strength of the Chadian herds, however, because of unregistered 
exports of cattle on the hoof to the large Nigerian market. The 
livestock sector of the economy should grow gradually, assuming 
continuing good weather and positive results from veterinary aid 

from the United States and other donors. 


Gum arabic is used as a thickener by the soft-drink and candy indus- 
tries. Chadian production of gum arabic continued to fall in 1974, 
partly because of a drought-induced labor shortage in the producing 
areas. An American firm, Agricola Chad, was formed in 1974 to 
collect wild gum and to develop gum plantations and in-country refining 
of gum arabic for export. Gum prices in 1974 increased greatly over 
the previous year, and a recovery in production could eventually make 
gum arabic an important earner of foreign exchange for Chad. 


Industry 


Growth of Chad's industrial sector is impeded by high transport costs, 
the limited local market, distance from most raw materials, and the 
lack of sufficient electric power. About two dozen cotton gins, a 
brewery, a textile mill, a flour mill, a sugar refinery, two refrigerated 
slaughterhouses, two bottling plants, two perfume factories, several 
large metal- and woodworking shops, and bicycle, motorcycle, and 
radio assembly plants comprise most of Chad's industry. Production 
has been rising in most areas in recent years, but the nation's industry 
remains characteristic of an underdeveloped economy, concentrated in 
the primary processing of raw materials and in assembling imported 
consumer goods. 


Recent American involvement in industry includes the formation in 1974 
of Chadian Livestock, Tanning, and Manufacturing Industries (CLITAM), 
for the purpose of exporting meat and hides from Sarh; and the opening 
in 1974 of Chad's first Coca-Cola bottling plant in N'Djamena. 


The largest construction projects are in the capital, where a new mosque 
is being built with a $12.5 million grant from the late King Faisal of Saudi 
Arabia, and where the water system is being improved with a grant from 
the European Development Fund. Investment capital could be used to 
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initiate or expand production of cottonseed oil, electric power, canned 
fish and meat, matches, and malt. 


Petroleum 


The Continental Oil Company of Chad, CONOCO-Tchad, owned by 
American and European oil companies, has been exploring for oil in 
Chad since 1969. It has invested about $14 million in seismic testing 
and in experimental drilling, the latter near Doba in the south and in 
Kanem prefecture north of Lake Chad. Although oil-bearing rock has 
been found, it is not porous enough to permit extraction in commercial 
quantities. CONOCO-Tchad is continuing its exploration. 


Transportation and Communications 


Chad's transportation and communications networks remain inadequate 
for the needs of economic development. Transportation costs account 
for over one-fourth of the average c.i.f. figures for imports from 
Europe. Cotton is exported both through Bangui, Central African 
Republic, by river and rail to Pointe Noire, Congo, and by the Trans- 
Cameroonian railroad, which extends from the port of Douala inland 


to Ngaoundere. Imports come through Cameroon and also by the 
Nigerian railway to Maiduguri, 114 miles from N'Djamena. Between 
Ngaoundere and Maiduguri and Chad, goods are hauled largely by the 
Chadian truckers' cooperative, which has a government-protected 
monopoly of 85% of the tonnage carried over these routes. 


Chad has only 180 miles of paved roads, so that major routes within 
Chad, as well as the road to Maiduguri, are in constant need of repair 
from the ravages of rain and heavy trucks. In 1974 the International 
Development Association of the World Bank and the United Nations 
provided a credit of $3.5 million to improve 480 miles of routes in 

the cotton-producing region of southern Chad. The European Develop- 
ment Fund is also helping to upgrade the road system. 


Exact figures are not available, but Chad has approximately 18, 000 
automobiles, 20,000 commercial vehicles, and 2,000 tractor-trailer 
rigs. 
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Gasoline is imported mostly from Nigeria, which has inadequate refining 
capacity for its own needs; therefore Chad is subject to occasional gasoline 
shortages such as the one occurring in early 1975. 


Given Chad's lack of ports, railroads, and good highways, many imports 
and exports move by air freight. Almost all of this traffic, especially 
exports, is handled at N'Djamena. Limited domestic passenger service 
is provided by Air Tchad. International airlines serving N'Djamena are 
Air Afrique, UTA French airlines, Air Cameroon, Air Zaire, Air Sudan, 
and Aeroflot. 


The Chadian press consists of a daily mimeographed news bulletin issued 
under government control. Telecommunications remain restricted to 
telephone and telegraph service between N'Djamena and other major towns 
of Chad and a few foreign points. The U. S. Agency for International 
Development is financing a telecommunications project of the Lake Chad 
Basin Commission, composed of the four nations around the lake. The 
American firm General Telephone and Electronics has done a study pre- 
liminary to installing a national telecommunications system, but the 
project remains stalled for lack of financing. Radio Tchad is operated 
by the government. There is no television in the country. 


Foreign Trade 


Chad's foreign trade deficit stems from the problem familiar to most 
less-developed countries: the lack of sufficient quantities of raw- 
material exports to pay for expensive manufactured imports. Further- 
more, Chad imports such raw materials as petroleum and sugar the 
prices of which have been increasing sharply in recent years. 


Since two-thirds of Chad's exports go to ''undetermined locations, "' 

it is difficult to discern an accurate picture of geographical patterns. 
This vagueness in the data is probably due to resale of Chadian cotton 
in France and reshipment elsewhere. But the statistics indicate that 
the low level of Chadian exports to the Western hemisphere made a 
proportionately large increase in early 1974. Similarly, imports from 
the United States have been increasing rapidly in recent years, making 
a Chadian-American trade balance heavily in favor of the United States. 


Although gum arabic and natron exports have been falling in recent years, 
the far more important cotton and meat export trade has recovered from 

the drought years of the early seventies. But there is no probability that 
cotton and meat can pay for Chad's imports in the foreseeable future. 
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Sugar imports were up more than 30% by value in 1974 over 1973, and 
petroleum imports would have*continued their climb had there not been 
a bottleneck in Nigerian refinery capacity. Chadian government plans 
to build a sugar refinery at Sarh have been held up by lack of financing, 
and oil exploration has yet to yield a commercially exploitable field in 
the country. If Chad were able to reduce its imports of refined sugar 
and petroleum, its trade balance would improve significantly. 


Effective January 1, 1969, Chad withdrew from the Central African 
Customs and Economic Union (UDEAC), which now consists of Cameroon, 
the Central African Republic, Congo, and Gabon. A Chad-Cameroon 
customs agreement went into effect on January 1, 1971, allowing bilateral 
trade to return to its pre-1969 level. Chad and Zaire form the Central 
African Economic Union (UEAC), but except for declining Chadian exports 
of chilled meat carcasses to Zaire, there has been little trade between 
the two countries. Since the change of government in April, 1975, Chad 
has apparently been moving toward rejoining UDEAC. 


Inflation and Price Controls 


Consumer prices in Chad have increased along with those of the rest of 
the world, the index rising from 158 in 1973 (January 1964= 100) to 175 in 
1974 to over 200 in the spring of 1975. The military government decided 
to set fair prices for each prefecture for meat, rice, millet, and cooking 
oil. Meat subsequently became very scarce in N'Djamena markets. 
UNATRAT, the national labor union, staged a demonstration supporting 
the government, and began discussing the formation of a consumer 
cooperative. Regulation of legitimate commerce, not to mention 
collection of revenue, is made more difficult by widespread smuggling 
from Cameroon, just across the Chari River from N'Djamena. 


Implications for the United States 


The Chadian economy is small and weak. Its population of about four 
million is spread over an area twice the size of Texas, although rather 
concentrated in the south; and the gross national product is around $80 

per capita. Transportation to and from the outside world and within the 
country is very expensive and sometimes risky. Furthermore, Chad 

gives a tariff advantage to members of the European Economic Community. 
(See the Department of Commerce's Overseas Business Report, ''Foreign 
Trade Regulations of the Central African Customs and Economic Union 
(UDEAC) and Chad.'') Consumers of imported goods turn by habit to 
French products, and most importing firms are owned and operated by 
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Europeans. Despite all these factors, however, Chadian imports from 
the United States in the first half of 1974 exceeded the total figure for 
all 1973, thus continuing the upward trend of the early seventies. 
American products dominate the Chadian market in a few areas, 
notably earth-moving equipment, outboard motors, air conditioners, 
and cotton processing machinery. 


Chad has demonstrated its desire to attract private foreign investments. 
The new military government has announced no intention of abrogating 
Chad's Investment Guaranty Agreement with the U. S., nor of changing 
the existing liberal tax and customs concessions to private investors. 
Opportunities for profitable investment may lie in processing and export- 
ing cotton, meat, and hides, in developing tourism, and, with more risk, 
in improving transportation and in searching for minerals. 


The entire economic scene in Chad would be transformed by the discovery 
of a commercially exploitable oil field. The balance-of-trade deficit ceuld 
be reversed, the market for imports could grow enormously, and improve- 
ments in transportation could facilitate trade. But it remains to be seen 
whether Chad has enough petroleum even for its own needs, and in late 1975 
the prospect of joining the petroleum exporters is still only a dream. 


OWTIOy, 
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